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As Presented by Mr, Robert Magy, Chief,
International Division, Bureau of the Budget,
Before the Intaliigence Advisory Comzittee
Tuesday, Woveamber 17, 1953
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Introduction
Members of the exscutive branch who are outside the intelligonesd

community have been impressed with the contimuing high degree of
cooperation among the apencies represented here. Those of us who
work on the National Security Council Plaming Board are benefitting -
‘directly from the improved national estimates program. We also have
- . seen evidence that some of the major so-called intelligence 2Zaps are
beins identified and £illed on an interagency basis, that duplicatior
1s being reduced, and, further, that refined priorities are in affcet
throughout the camminity.,

Mr. Dodge, Dirsctor of the Budget Bureau, who has shown a keen
interest in your activities, believes that 1t is now important that
he and the Fresident look at the total intelligence effort of the
Goverment. To our knowledge this has not been poseible before, he :
status report to the Natiomal Security Council has not provided tha
Proaidmf. with an overall fiscal perspective of intellizence activitics
Steff of the Bureau of the Budzet are undertaking an initial ud;jetary
avnalysis which will provide the President and Mr. Dodre with 2 basis
for meking procram and budzetary decisions, amd which will, in i,
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Dodge’s view, be a desirsble sddition to the ccntinuing critical
self-anslysis undertaken by the community.

We have ample incication, apparent particularly during the
committee hearings iant spring, that Congress desires assurance that
Government-wide intelligence activities a‘rc being given sdequate
screening within the exeoutive branch. Until now Bureau officialns
have been unable to discuse in detail the relationship of one agency' s
activities to another, or to disclaim satisfactorily any pross dupli.
cation which might be implied. It seems desirable that the executive
branch fulfill ite responsibility before Congress finds it necessary
to ettempt such a raview independently. In view of the abova
considerations involving both the President and the Congress, §he
more specific objectives whieh I will outline next are of some urgene .

Before I go on to that, I would like to meke it perfectly wicor
ab this point that the analysis the Budget Buresu ie undertaking will
deal in "lump suma" and brosd categories and will not get into eny
detail of operations whieh remotely might jeopardize the protection
of sources of intelligence or ecurrent substantive evaluations,
Further, the interagency summation whieh will be the immediate pradnet
of the review and the ocnponent sgency figures will be made availahle
outgide the Budget Bureau only if and to the extent that it mey he
agreed by the agencies represented around this teble. It iz fully
recognised thet certain intellipense activities are for more senritive
than others,
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Objectives of Review
1o To determine the present magnitude of the totel intelligence

effort of the Government.

In this period of prolonged cold war, intelligence activities
loom in security importance slongside the Nation's armement effort,
mutual sem:r:lty program, and atomie energy developments. It is
essentisl thet the President, and the Director in advising him, be
able to coneider the proportions of our national resources being
devoted to each major security program.

It is not a2t 211 unusual for the executive brench or the Coneres s
to review as 8 single program related sctivities carried on by seversi
agencies. A notable exemple is the ressarsh and development program.
The Congress slso demanded last year that the overseas informstion
activities end budget requeste of four agencies be reviewed in suwamar+
form. In another case, the mutual security progrem, Congress has
seen fit to provide a packege of spproprietions for foreien aid
activities carried on by fifteen to twenty separate sgencies of ine
Government.

2. To determine the present Government-wide distribution of

intelligence resources.

This portion of the review, which will be & necessary by-product
of cbjestive Moo 1, should reveal the comparative emphasis on differe %
kinde of intelligence activities. For example, it should highlight
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(1) the overall effort devoted to basic intelligence or natianal
estimates; (2) the reliance on particular agencies for differing
commmnity-wide functions; snd (3) the relsticn between the money
being spent on soquisition of raw information and on processing
~ such information into ussful intelligence.

Ve understend that the present dietribution of rescurces has
been partially the product of sgency needs snd more recently of
brosdsr considerations resulting from the efforts of this comuittee.
It now seems wiss o0 exanmine this allocetion of resources to insure
that we sre buylng the moet effective overall progrem with our
. intalligence dollars.

3. To identify any remaining srees of duplication.

Although we know that your interagency machinery hses mede grea:
progress in this respect, continuing survelllance by s&ll conccrnec
is essential under the current budgetary situation., It is particu-
larly necessary that we all be able to assure Congress more con-
vineingly than in the pest thstay unwarranted overlap whieh remaia:
is being eliminated.

Method of Review

The fulfillment of the abowve objectives iz essentially a
respongibility ¢f the Buresu of the Budget. We expect to review mune
closely the budgets of the sgencies in ths intelligence community
than we have befors. As a more immediatse step. we plan a su nmary
budeetary snslysis involving CIA and the Stets end Defense
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Departments, and perheps other agencies having substentinl intelld-enss
dotivity. We are impressed with the need for techniesl guidance angd
would apprsciate your assistance to make thie analysis as useful a:
possible. I have no preconceived notions# sbout the specific praed::u
bty which you might aid us, but thoss ways which slresdy have occurrad
to us ere appayent in the steps outlined below.

1. Location of Government intelligence work and identificaticn

of tha sources of related funds. Some intelligence sctivities are

assigned to agency buresus and steffs which apparently are quite
renote from the regular intelligence function. Sometimes intellipe-ce
activities are financed from a variety of appropriations made avail.
gble to an sgency. In order to assure that our swmary data <ruly
satisfles objective No. 1, we would hope to have your assistence in
identifying those positions and dollars which properly should be
ineluded.

| 2. Development of a classification system to identify t.!ng 108t

significant types of intelligence activi&. Such eategorics edmi toedly

may have to be artitrerily defined. Eureau staff working alone,
howaver, would not be able to establish a classification scheme st
meaningful to you or most useful for our purposas. It might be that
the IAC will wish to initicte the development of & draft funntionat
clazsification system which would be aveilable, without sny formnal
IAC endorsement, for our joint review with your staffa in two or
thres weeks. If not, we hope that You would designate as sn erriy
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dete experienced intellirsnce anslysts from esch sgency to wark with
us on a category breskdesm.
3. Assignment of deta to these categories. With the claesif: -

cat.ioﬁ system in hand, Bureau staff would hope to work with fiscal
end intelligence analysts of each agency in turn to distribute that
ageﬁey'a positions and funds smong the selected categories. Prefarably
s&meona from each sgengy involved should be designated to serve ss
a lisison point with the budget office to obtzin the necesssyy date.,
It is our %thought that a distribution of fiscal year 1953
information would be the easiest, although it may be poseidle to
make reasonsble estimates for 1954. We are fully swars that many
allocations will have %o be arbitrary, but telieve that ewen "roug
cuta" will be helpful.
L. Summation of deta. This will be done by Budget Buresu stu £f.

Use of Results of the Review

- In satiefying the objectives set forth, it is believed that e
results of this analysis might be useful:

1. For the Budget Director and the FPresident for overall
Judgmont. The Director also should find the results useful in eciviiag
informed end reassuring snswers to any informal congressional inqul ries
that mey be addressed to him during each session.

2. For Ludget Duresu staff es basis for mors meeningful revie:s
of intelligence portions of all the IAC sgency budret requeste in
futurs years.
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3. For possible use by JAC or its member apgencies, btut only &9
night be fully agreed:

8 In uplaining to the Congress, in comgctim with
future budgets, the figeal issues confronting the
communitys ox

be In providing the NSC with fiscel data for its meymi-
annual status reports. |

\T:lnd.nag__ of Review

Although the need for this review has been apparent for some tive,
the pressures of the current budget season have forced us to delay 1ip
initiaﬂ.ima We envision an effort which may exiend from the middle
of December of thigs year to the middle of Merch, 195,

Conclusion

I trust that it is now &pparent why I have taken the time to
outline for you this step the Bureau is teking, We will value any
aseistance you may be able to render, and we welcome any other
suggeétions you may have wiich would minimize the labor involved ark?/:‘r‘
improve the validity of the end Produet. I do believe quite sironely
that this step will redound not only to the benefit of the Presicent,
and his Executive Office but to the entire intelligence canmmiii ag

ISTRICTED
Security Information

- -6
Approved For Release 2006/08/09 : CIA-RDPS0OR01731R003500030018



